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TOWN OF AMHERST
FY 0% MID-YEAR 9C CUTS.& PROPOSED FY 10 STATE AID CuTS

30-Jan-2002 ‘
John Musante, Assistant Town Manager/Finance Director
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A) FY 00: The Governer is enacting a $128M cut to Lottery Aid and Additional Asslsta
Additional Assistance. The cut= 28% of the FY 09 pre-9C cut amount.

ate meals and lodging taxes isestimated to generate $150M, which would bs distributed to cities and
towns in proportion to the amount of total Lottery Aid and Additianal Assistance received In FY 9. This does not include any revenue from a

campanton proposal fo allow a 1% Jocal option meals tax and increase the existing local lodging tax by 1% (revenue pstimated at $0.46M). "
D} The Governer is proposing that the net FY 10 state ald cut, after adding new state meaisflodging tax revenues,
FY 09 pre-8C cut amount of Chapter 70, Lnttefy. and Additional Assistance.
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nce. The cut = 9.74% of the FY 09 ogtimate from Cherry Sheet.

be limited to 10% of the total

OPTIONS TO DEAL WITHFY 09 MID-YEAR STATE AID CUTS

2. Reduce expenses
a. Health Clatms Trust Fund premium holiday
b, Savings from vacant positions

d. Defer certain capital projects
3, Use resarves (current balance = $4.4 million) ’

1. Replace with unanticipated revenuss recsived: MSBA grant refmbursement for Wildwood Roef

¢. identify mid-year budget efficiencies {whils also montoring expenses > budgeted)

% 550,311

$ 500,000 - 760,000
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Gotvernor’s FY10 budget plan calls for $375M local aid
cu

January 28, 2009

Facing a budget gap of more than $3 biliion for next year due to the severe national recession, Gov.
Patrick today filed a fiscal 2010 state spending plan that includes a $375 miliion cut in municipal aid
{Lottery and Additional Assistance) below the original fiscat 2009 funding levels.

The budget bill, known as House 1, would combine Lotiery and Additional Assistance into a new
category called Unrestricted General Government Aid, and each community would receive 28.5
percent less than their original fiscal 2009 amount for these accounts.

In an effort to offset these cuts, the governar is proposing to raise additional revenue through meals
and lodging taxes and the closure of a telecommunications property tax loophole.

The govefnor’s budget proposal would level-fund Chapter 70 aid for each city and town ($3.95 billion
statewide), maintain funding for the payment-in-lieu-of-taxes (PILOT) program at $30.3 million, and
fully fund the veteran’s benefits and school lunch programs.

Aside from the primary local aid accounts, House 1 would cut the police career incentive account by
$8 million (16 percent, underfunding the account by $14 million), reduce funding for regional school
transportation by $8 million (13 percent), and reduce library aid accounts by $4 million (14 percent).

« Link to govemor's budget Web site

« Link to Division of Local Services Web site for fiscal 2010 Cherry Sheet-numbers, by community

. Download administration’s estimates, by community. of revenue that coutd be derived from 1 percent
local-ontion meals and lodging taxes as well as partial closure of the telecommunications property tax
loophole (96K Excel file)

+ See also: Governor releases details of mid-year local aid cuts

Charter school funding

The governor's budget recommendation includes several changes to charter schooi law that would
allow more charter schools in districts that are at or near the current school aid withholding cap of 9
percent of required “net school spending,” so fong as the charter school would serve “at risk” students.

The new cap wouid be 12 percent.

The governor also proposed to create a new state budget account to fund facilities payments {o
charter schools and incremental tuition costs due to new students and normal growth in the per-
student tuition charge. For fiscal 2010, this would reduce the charter school tuition assessment paid
by public school districts but would also reduce the reimbursement amount. Local officials are advised
to carefully check both of these Cherry Sheet items to calculate the “net” amount, as many

h‘ftp://www.mma.org/index.php?viem;article&catid%5%3A10cal-aid—and—ﬁnance&id=35... 1/30/2009
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communities may see an increase In their net loss to charter schools next year under House 1.

The governor would also create a new reporting requirement for charter schools focused on year-end
surplus amounts. The MMA is pushing for an overall reform in charter school funding, as wellas a
safety net provision to prevent losses to charter schools from growing above this year's level.

New taxes :

~ Companion legislation filed along with the governor's budget proposes o use revenue raised from a 1
percent increase in the state meals tax ($125 million) and a 1 percent increase in the state hotel-motel
room occupancy tax ($24 million) to offset a portion of the cuts to municipal aid. The plan calls for the
$150 million to be distributed to ali cities and towns in order to reduce the overall municipal aid cut to
about $220 million.

Each community would receive a share of the $150 million based on their share of the original levels
of fiscal 2009 municipal aid (Lottery and Additional Assistance). After receiving these funds, the state
would use a special reserve fund of $6 million to make sure no community receives a fiscal 2010 local
aid cut that exceeds 10 percent of their original combined Lottery, Additional Assistance and Chapter
70 aid total. This mitigation funding is contingent on the Legislature enacting the taxes proposed by
the governor.,

The governor also filed legisiation to give cities and towns the authority to levy, at local option; a1
percent meals tax (worth an estimated $125 million statewide) and 1 percent increase in the hotel-
motel tax (worth an estimated $24 miliion statewide). The bill would also close telecommunications
property tax loopholes (both the $26 miliion ioophole for poles and wires and a loophole on switching
equipment that is worth between $25 million and $50 million). |

Under the plan, 100 percent of the local-option meals and hotel-motel tax revenue would remain in the
community.

Municipal health insurance

instead of supporting the MMA's legislation to give cities and towns the same authority the state has
to design health insurance plans for employees, the administration has filed a proposai that falls short
of meaningful reform and, in many cases, may make it even more difficult to achieve savings.

The MMA's proposal wouild allow cities and towns to update their insurance plans outside of collective
bargaining. This approach would save communities more money, maore quickly and more effectively
than any other alternative, including joining the state’s Group insurance Commission pool, which
doesn’t work for a large number of communities. '

The governor's proposal would require cities and towns to receive union approval for any insurance
changes and would penalize communities by cutting focal aid for those who are unable to convince

unions to make a change.

The MMA argues that the proposed rules could make it even harder to secure health insurance

http://www.mma.org/index.php?view=article&catid=35%3A10cal-aid-and-ﬁnance&id=35... 1/30/2009
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savings.

Municipal Partnership Act Ii ' (
The governor's “Municipal Partnership Act II” contains a number of provisions supported by the MMA, -

including: .
. Procurement reform by changing the thresholds :
« Flexibility in pension funding, especially during the next several years due fo investment losses and

the budget crisis
+ Removing collective bargaining obstacles to regionalization efforts
+ Eliminating costly contract advertising requirements

The MMA is analyzing the legisiation now, and wilt share the details as soon as they become
available.

« Link to details of Emergency Recovery Bilt

« Link to details of Municipal Partnership Act i

Written by MMA Executive Director Geoff Beckwith

http:/lwww.mma.org/index.php?view-——article&catid=35%3Alocal—aid-and—ﬁnance&id=35... 1/30/2009
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FISCAL YEAR 2009 LOCAL AID CUTS

TO: Mayors, Selectmen, City/ Town Managers, Executive Secretaries, Finance
Directors, City/Town Councils, Assessors, Collectors, Treasurers, Accountants,
Auditors, City Solicitors and Town Counsels '
FROM: Gerard D. Perry, Director of Accounts

,,/*’;fé&wwf 28 &%yf

DATE: January 2009
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SUBJECT: Addressing Budgetary Impact of FY09 Local Aid Reductions

This Bulletin discusses the budgetary and financial implications of the reductions in
Fiscal Year 2009 local aid made by the Governor in accordance with G.L.c. 29,8 9Cand the
options available to address them. : o

A, LOCAL AID REDUCTION

The Municipal Data Management and Technical Assistance Bureau has posted the local

_ aid reduction for each city and town on our website at:
http:/ /www.mass.gov/ Ador/docs/dls /mdmstuf/StateAid/ fy099creductions.xls .

B. IMPACT ON MUNICIPAL BUDGETS AND BALANCE SHEETS

Reductions in budgeted local aid, like shortfalls in any municipal revenue source except
the property tax, will have a negative effect on FY09 operations, unless action is taken as soon
as possible during this fiscal year to address them, Otherwise, the resulting general fund
revenue deficit will have to be raised in FY10. The revenue shortfall can be offset in part by
actual receipts from other sources that exceed the amounts budgeted, as well as regular
appropriation turn-backs. It is not anticipated that ordinary favorable operations alone would
be sufficient to absorb the impact of the local aid cuts in many communities.

The Division of Local Services Is responsible for oversight of snd assistance lo ciios anid lowms in achleving equitable property taxation and efikcient fiscal management. The Divislon
régularly publishes IGRs {aformational Guideline Releases detailing legal and administrative procedures) and the Bulletil fannouncemenls arid useful information) for focal officlals and
others interested in municipal finance. ’

Post Office Box 9569, Boston, MA 02114-9563, Tel: 617-626-2300; Fax: 617626-2330  hitpiwnww.mass.govidls
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Cities and towns have the options discussed below to address the local aid
reduction and bring their budgets into balance. Any transactions will be reflected in the
fund balance on June 30, 2009, the audited financial statements as of that date and the
free cash certified as of July 1, 2009 and available for appropriation during FY10,

Cities and towns that have not yet set their FY09 actual or pro forma tax rate are
expected to submit tax rate recapitulations that reflect the reduced Cherry Sheet aid and
to bring their budgets into balance before doing so.

1. Reduce FY09 Operating Appropriations

Cities and towns may cut departmental operating budgets and other annual
appropriations made from the FY09 levy. Budget cuts may be made in any department,
provided any statutory spending obligations are met. In making proposed cuts that
will result in reductions in force, communities must recognize and provide for any
associated expenses, such as payment of accrued vacation and other earned benefits, as
current year labilities.

Local officials should consult with their town counsel or city solicitor regarding
any special charter provisions or bylaws that may apply. In general, however, In towns,
any proposed reductions in annual budget or special purpose appropriations must be
presented to and voted by town meeting, Appropriation reductions or any other
actions regarding FY09 that require town meeting approval should be taken ata special
meeting held before or within the annual so that they can take effect immediately. In
cities, spending cuts are made by the mayor and council in accordance with the charter
and applicable statutes.

Reductions in appropriations from the levy will be treated as unspent
appropriations (turn-backs) and will reduce any revenue deficit that would otherwise
have to be raised in FY10. ‘

2. Reduce Special Purpose Appropriations

Cities and towns may reduce or rescind current or prior year general fund
appropriations made for special purposes or capital projects that have not yet
commenced, This option may be used only to the extent liabilities have not been
incurred against the appropriation and third party rights are not affected by the
community's action, i.e., nio contract has been executed or sufficiency of appropriation
certified by the accounting officer for the project.

These reductions are also treated as appropriation turn-backs and reduce any
revenue shortfall that would otherwise occur at yeat-end.
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3. Use Reserves as Offsetting Revenue Source

Cities and towns may use reserves to offset the revenue shortfall and fund some
or all budgeted spending that would otherwise have to be cut, i.e., use free cash, general
stabilization fund or other unrestricted available funds to cover FY09 operations. We
recommend the following language for the proposed city council/ town meeting vote:

VOTED: That the city/town transfer $ from
to be used as an other financing source in the general fund for FY09.

‘The Director of Accounts will treat this vote as a transfer that will reduce any
revenue shortfall that would otherwise occur at year-end.

4, Increase Local Fees and Charges

Cities and towns may review current schedules for fees and charges to determine
whether they reflect the full cost of service delivery and if not, revise them accordingly.
Commumities considering increasing existing fees, or imposing new ones, should -
consult with municipal counsel to determine their authority to impose or increase the
particular fee in question and the proper procedure for doing so. This may vary from
community to community depending on the type of fee and local charter or special act

_provisions.

Additional receipts from local fees and charges will be reflected at the close of
the fiscal year in the general or enterprise fund balance and reduce any fund balance
deficit that would otherwise have to be raised in FY10, Municipalities may also wish to
consider reviewing their enterprise funds to determine whether any appropriate
indirect costs for general fund expenditures can be captured.






